
o.ei_ "::: :-./ :: ::-.:.:s Agreemen,: ~r ':.~e per::::mance of
~~:s :~l~;at::~s ~ereunder, ~n violation cf any
licens~s, ~~bl~=enses and other agre~ments as to
wh~=~ ~: ~r ~ny ~f ~':.s Subsidiaries ~s a par~y and
pur~~an~ :: Nn~=~ ~':. or any Subsidiary is
autt~=:':=Q :: ~se any third-party patents,
traaemary.s. 3er~ice marks, and copyrights {"Third­
P,r-·" - ...... 0 i 1 0'- ..-;,1 o"Qper~'t Bight"';

(al :0 the act~al knowledge of the Company, no
claims as of the date hereof with respec: to (Il
the ~atents. registered and material unregistered
traaemarks and service marks, registered
copyr~qhts. trade names, and any applications
thereior ~wnea by it or any its Subsidiar~es {the
"Owo"? - .... .,.i ~ ,Q,.. .. ·.lal c"?PEH";·! I:light§"~; (II) any
traae s~cret~ ~aterial to it: or (III) ~hird-~arty

Inteilact~al ?roper~y Rights are currently pending
or, :0 :he ~nowledge of its executive officers,
are :~reatened by any Person; and

{el to the actual knowledge of its executive
off~cers, there is no unauthorized use,
infringement or misappropriation of any of the
Owned !ntellectual Property Rights by any third
party, inclUding any of its or any of its
Subsidiaries' employees or former employees.

(j) SeYe"aPce Payments. No payments to be made
to any of the officers and employees of the Company or its
Subsidiaries as a result of the consummation of the Merger
will be sUbjec~ ~o the aeduction limitations under Section
280G of the Code.

5.3. Bepre-entations and io;rantie= of sac and
Me;;'; Sub. Except as set forth in the corresponding
sections or subsections of the sse Disclosure Letter, sac.
on behalf of itself and Merger Sub, hereby represents and
warrants to the Company that:

(a) Capital Structure. (i) The authorized
capital stock of SSC consists of 2,200,000,000 shares of sac
Cammon Stock, of which 918,627,275 shares were issued and
outstanding and ~3,831,028 shares were held in treasury as
ot the close of business on December 30. 1997: and
lO,OOO,OOO shares of Preferred Stock, par value Sl.00 per
share (the "Sse ~".~·~"·d Shlre="), of which no shares were
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oues~andi::g 5.S __ ::--e ':~=se -:::: cusi:-~ess on December 2:,
1997. All J: :~e ~ucs:anai~g shares of sac :ommon ~tock

have been duly ~uchor~=ed and are validly ~ssued. ~~lly pa~d

and nonassessable_ SBe ~as ~o shares of sac :ommon Stock or
sac ?refer:ed S~ares :eser7ed ::r ~ssuance excepc :~ae SSC
has =eservea ~o more :~an :0,000,000 sac Preferred Shares
for issuance pursuan~ :0 che Rights Agreemene, daeed as of
January 27, :989, becween sac and .~erican Transtech, !nc.,
as Rights Aqenc. as amended by the Amendment of Rights
Agreemene, daced as of August 5, 1992, between sac and The
aank of New York. as successor Rights Agent. and the Second
Amendment of Rights Agreement. dated as of June lS, 1994,
between sac and The Bank of New York, as successor Rights
Agent (as amenaed. t.he "sac ?iqht: Aqr••ment"'. Each of the
outstanding shares of capital stock of each of sac's
Significant SubSldiarles :s duly authorized, 7alidly issued.
fully paid and ~onassessable and owned by sac or a direct or
indirect wholly-owned SUbsidiary of sac, free and clear of
any lien. pledqe, security interest, cla~ or other
encumbrance. Except pursuant to sac's Senior Management
Long Ter.m Incen~ive Plan, !nceneive Award Deferral Plan,
Non-Employee Directors Stock and Deferral Plan, Stock
Savings Plan. ~994 Stock Option Plan, 1996 Stock and
Incentive Plan, 1995 Management Stock Option Plan, Savings
Plan, .Savings and Security Plan and stock plans assumed by
sac pursuane to the merger of SSC Communications (NV), Inc.
with and into Pacific Telesis Group consummated on April 1,
1997 {colleccively, the "SBC Stock O'ans"', neither sac nor
any of its Subsidiaries has any obligation with respec~ to
any preemptive or other outs~anding rights, options,
warrants, conversion rights, s~ock appreciation rights,
redemption rights, repurchase rights, agreements,
arrangements or commitments to issue or to sell any shares
of capital stock or other securities of sac or any of its
Significant Subsidiaries or any securities or obligations
convertible or exchangeable inte or exercisable for, or
q1ving any Person a right to subscribe for or acquire, any
securities of the Company or any of its Siqnifican~

Subsidiaries, and no securities or obligation evidencing
such rights are authorized, issued or outstanding. SSC doe.
not have outseandinq any bonds, debentures, notes or other
obligations the holders of which have the right to vote (or
convertible into or exercisable for secur~ties having the
right to voee) with the stockholders of SSC on any matter.

(ii) . The authorized capital stock of
Merger Sub consists of 1,000 shares of common stock, par
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7alue 51.00 ;er share, ~11 ~f which are 7alidly issued and
oucscandi~a. ;11:t che ~ssued and =ucs~anding cap~~al

stock of Mer~e~ S~b ~s, and a~ ~he S!fec~~7e Time will be,
owned by SSC: ~nd :~ere are (il no ocher shares of capital
stock or o~he~ ~~~~~g securities of Merger Sub, Iii) no
securities c~ ~erger Sub conver~~ble inca or exchangeable
for shares ct capital seock or oeher 70eing securicies of
Merger Sub and (iii) no opcions or ocher rights to acquire
from Merger Sub, and no obligations of Merger Sub to issue,
any capital stock, other 70ting securities or securities
convertible into or exchangeable for capital stock or other
voting secur~t~es of Merger Sub. Merger Sub has not
conducted any business prior to the date hereof and has no,
and prior to the Effect~ve T~e will have no, assets,
liabilities or obliga~~ons of any nature ather than those
incident to :ts forma~~on and pursuant :0 this Agreement and
the Merger ana the other transact~ons contemplated by this
Agreement.

(b) CgrpQtat, nuth9t;~Y; npprgyal and ~airpe==.

sse and Merger Sub each has all requisite corporate power
and authority and each has taken all corporate action
necessary in order to execute, deliver and perfo~ its
obligations under this Agreement and the Stock Option
Agreement and to consummate, subject only to the sse
Required Consents, the Merger. tach of this Agreement and
the Stock Option Agreement has been duly executed and
delivered by sac and Merger Sub and is a valid and binding
agreement of sac and Merger Sub, enforceable against each of
sse and Merger Sub in accordance with its terms, subject to
the Bankruptcy and EqUity Exception. sac has received the
opinion of its financial advisors, Lazard Freres & Co., in a
customary for.m and to the effect that the Merger
Consideration to be paid by sse in the Merger is fair to sse
from a financial point of view. The shares of sse Common
Stock, when issued pursuant to this Agreement, will be
validly issued, fully paid and nonassessable, and no
stockholder of sse will have any preemptive right of
subscription or purchase in respect thereof.

(c) Broker- and Finder:. Neither it nor any of
its officers, direceora or employees has employed any broker
or finder or incurred any liability for any brokerage fee.,
commissions or finders' fees in connection with the Merger
or the other transactions contemplated in this Agreement ana
the Stock Option Agreemenc except that SSC and Merger Sub
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have empl=yed :~zar~ ::er~s

advisor.

',f:':' .. i
~ Co. as ~he~r __nanc.a.

ART:::'E .J!.

Covenanl:S

6.1. !nt:"'~rl ?perat~gn:a. (a) The Company
covenants and agrees as to itself and its Subsidiaries that,
after the date hereof and prior to the Effective T~e

(unless SSC shall otherwise approve in writing, which
approval shall not be unreasonably withheld or delayed, and
except as otherwise expressly contemplated by this Agreement
or the Stock Option Agreemenl:, in the Company Disclosure
Letter or as =equi=~~ by applicable Law):

(i) the business of it and its
Subsidiaries shall be conducted in the ordinary and usual
course and, ~o the ~xtenl: consistent therewith, it and its
Subsidiaries shall use all reasonable efforts to preserve
its business organization intact and maintain its existing
relations and goodwill with customers, suppliers,
regulators, distributors, creditors, lessors, employees and
business associates:

(1i) it shall not (A) amend its
certificate of incorporation or by-laws or amend, modify or
terminate the Rights Agreement: (8) split, combine,
subdivide or =eclassify its outstanding shares of capital
stock: (Cl declare, set aside or pay any dividend payable in
cash, stock or property in respect of any capital stock,
other than per share regUlar quarterly cash dividends not in
excess of $0.44 per Company Share: or (0) repurchase, redeem
or otherwise acquire, or permit any of its Subsidiaries
(other than the Company's Employee Stock Ownership Plan) to
purchase or otherwise acquire, any shares of its capital
stock or any securities convertible into or exchangeable or
exercisable for any shares of its capital stock:

(iii) neither it nor any of its
Subsidiaries shall knOWingly take any action that would
prevent the Merger from qualifying for "pooling of
interests" accounting treaement or as a tax-free
-reorganization" within the meaning of Section 368(a) of the
Code or that would cause any of its representations and
warranties herein to become untrue in any material respect:
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'iv) ~e1~~er ~- ~or any of ~~S

Subsidiar~=s :~ai: :~r~~~a~e, establ~sh, adop~, an~er ~nto,

make any r.ew ~:3n~s := awaras under, amend or otherwise
mociify, any ·:.:.:nper.sa t.:.:n and !3enef:'":. ?lans or increase the
salary, ~age, ~onus == ~~her =ompensa~~on of any directors,
officers or ~mpi:'~'ees .;:;<cepc :Al :or grants or awar:::s to
directors, ~f:i=ers and employees of it or its Subsidiaries
under existi:l.g ·:ompensa~=.on and Benefit Plans in such
amounts and ~n such ~erms as are consistent with past
practice, (S) :n che normal and usual course of business
(which shall ~nclude normal periodic perfor.mance reviews and
related compensac~on and benefit increases and the provision
of individual ~ompensac~on and Benefit Plans consistent with
past practice for promoted or newly hired officers and
employees and the adopt~on of Compensation and Benefit Plans
for employees ~f new Subs~diaries in amounts and on terms
consistent ~~th ?asc pract~cel or (C) for actions necessary
to satisfy ex~st=.nq contractual obligations under
Compensation and eenefit Plans existing as of the date
hereof:

(v) neither it nor any of its
Subsidiaries shall issue any preferred stock or incur any
indebtedness for borrowed money (other than indebtedness
incurred solely for the purpose of funding the Escrow
Account or the replacement or refinancing of existing short­
terom indebtedness) or guarantee any such indebtedness if the
Company should reasonably anticipate that as a result of
such incurrence any of the Company's or any of its
Subsidiaries' oucstandinq senior indebtedness would be rated
lower than A by Standard & Poorls;

(vi) neither it nor any of its
Subsidiaries shall make any capital expenditures in any
calendar year in an aggregate amount in excess of the
aggregate amount reflected in the Company's capital
expenditure budget for sucn year, a copy of which has been
prOVided to SSC, plus S100 million;

(Vii) except as contemplated by
Section 6.1(a) (iv), neither the Company nor any of its
Subsidiaries shall issue, deliver, sell, or encumber shares
of any class of its common stock or any securities
convertible into, or any rights, warrants or options to
acquire, any sucn shares except the option granted under the
Stock Option Agreement, options outstanding on the date
hereof under the Stock Plans, awards of options and
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re·t:-~c--o· ~--c'" --an--o' ~-r-~I:--- '~na'e_- -_.~.Q__~~...oc~ 9_'ans 'n...... _ ... e __ ..... -:.. ,-,:: .. t: ':::::. ...=r _ '" - ...
che ordinar1 ~=urse ~f ~asJ.ness ~~ acc==dance with :his
Agreement: and shares :ssuable pursuant: :~ such opt:i~ns and
awards:

(viii) ~either ~t nor any of its
Subsidiaries shall spend :n excess of SSO million in any
calendar lear :~ acquire any business, wnet:her by merger.
consolidat:i=n, purchase of propert:y or asset:s or ot:herwise
(valuing any non-cash considerat:ion at its fair market: value
as of the date of the agreement: for such acquisition). ror
purposes of this clause (viii), the amount: spent: with
respect to any acquJ.sition shall be deemed to include the
aggregate amoun~ of capital expenditures that: the Company is
obligated to make at: any t:ime or plans t:o make as result of
such acquisJ.:~on ~it:hin :NO years after the date of
acquisition;

(ixl neither it nor its Subsidiaries
shall enter any business other than the telecommunications
business and those businesses traditionally associated with
the telecommunJ.cations business or enter into or extend any
telecommunications business outside the geographic areas
served by it and its Subsidiaries as of the date of this
Aqreement; and

(x) neither it nor any of its
Subsidiaries shall agree prior to the Effect:ive T~e to do
any of the foregoing after the Effective T~e.

(b) sac =ovenant:s and agrees as to itself and its
Subsidiaries that. after the date hereof and prior to the
Effective Time (unless the Company shall otherwise approve
in writing, which approval shall not be unreasonably
withheld or delayed. and except as otherwise expressly
contemplated by this Agreement or in the sse Disclosure
Letter or as required by applicable Law):

(i) it shall not (A) amend its
certificate of incorporation or by-laws in any manner that
would prohibit or hinder, impede or delay in any material
respect the Merger or the consummation of the transactions
contemplated hereby: (8) declare, set aside or pay any
dividend or other distribution payable in cash or properey
(other than sse Common Stock) in respect of any capital
stock, other than per share reqular quarterly cash
dividends: or (e) repurchase, redeem or otherwise acquire,
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or permi: any :: ~~s Subs~diaries to purchase cr =~herwise

acquire, ~xce~~ ~~ open ~arke~ ~ransac~ions or :~ connec~ion

wi~h ehe sac 3::CK Plans, any shares of i~s capi~al s~ock or
any securi:ies :=nver~ible :~~O or exchanqeacle for any
shares of i~s :~p~eal s~ock:

(ii) neither it nor any of :~s

Subsidiaries shall knowingly take any action tha~ Nould
prevent :he Merger :rom qualifying as a tax-free
"reorqaniza~i=n" ·.tithin the meaninq of Sec~ion 368 (a) of the
Code or tha~ Nould cause any of its representations ana
warranties herein to become untrue in any material respect r

prgYided, hgwey::, tha~ nothing contained herein shall limit
the ability of SBC to exercise its rights under the Stock
Option Agreement: and

(iii) neither it nor any of ~ts

Subsidiaries will authorize or enter into an agreemen~ to do
any of the foregoing.

(cl sac and the Company agree that any written
approval obta~ned under this Section 6.1 may be relied upon
by the other ~arty if signed by the Chief Executive Officer,
Chief Financial Officer, chief legal officer or another
executive officer of the other party.

6.2. ACgui:itign Prgpgsal=. (al The Company
agrees that neither it nor any of its Subsidiaries nor any
of the officers and directors of it or its Subsidiaries
shall r and tha~ :t shall direct and use its bes~ effor~s to
cause its and ::s Subsidiaries' Represen~a~ives not to,
directly or indirec~ly, initiate, solicit, encauraqe or
otherwise facilitate any inquiries or the making of any
proposal or offer with respect to a merger, reorganization,
share exchange, consolidation or s~lar transaction
involving it, or any purchase air or tender offer for, 1S\
or more of the equity securities of it or any of its
Subsidiaries listed on Scheaule 1 or 1S\ or more of its and
its Subsidiaries' assets (based on the fair market value
thereof) taken as a whole (any such proposal or ofter beinq
hereinafter referred to as an "!Cgpi=ition PrQPQ3A1"). The
Company fur~her agrees that neither it nor any of its
Subsidiaries nor any of the officers and directors of it or
its Subsidiaries shall, and that it shall direct and use ita
best effor~s co cause its Representatives not to, directly
or ind1rec~ly, have any discussions with or provide any
confiden~ial information or data to any Person relating to
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an Acqui~it:'=n ?r~posal:::r engage i:l any negot.::'at.:'~ns

concerning an Acqu~sit~=n Proposal, ~r otherwise :ac~litat.e

any effort. or at.t.empt. ~o make or implement. an Acquisition
Proposal; ;;gY'~:d, ~OWPYA:, that. :lot.hing cont.ained in this
Agreement. shall prevenc :he Company or its board of
direct.ors from (A) complying with Rule 14e-2 promulgat.ed
under the Exchange Act. Nith regard to an Acquisition
Proposal: {51 making any disclosure to the Company's
shareholders if, in the good faith judq.ment of the board of
clirectors of the Company, failure so to disclose would be
inconsistent.' with its obligat.ions under applicable law,
'(Cl engaging in any discussions or negotiations with or.
providing any informat.ion to, any Person in response to a
bena fide written Acquisition Proposal by any such Person
received after the date hereof that was not solicited by the
Company after the date hereof: or (01 recommending such an
Acquisition Proposal to the shareholders of the Company if
and only to the ext.ent that., in such case referred to in
clause (Cl or (01, the board of directors of the Company
concludes in good faith (after consultation with its
financial advisor) that such Acquisition Proposal is
reasonably capable of being completed, taking into account
all 18qal, financial, regulatory and other aspects of the
proposal and the Person making the proposal, and would, if
consummated, result in a transaction more favorable to the
CQmpany·s shareholders fram a financial point of view than
the transaction contemplated by this Aqreement (any such
more favorable Acquisition Proposal being referred to in
this Aqreement. as a "Super~gr Prgpg=al"). The Company
agrees that it will immediately cease and cause to be
ter.minated any existing activities, discussions or
negotiations with any parties conducted heretofore with
re.pect to any Acquisition Proposal. The Company also
agrees that it will promptly request each Person that has
heretofore executed a confidentiality agreement in
connection with its consideration of any Acquisition
'~oposal to return all confidential information heretofore
furnished to such Person by or on behalf of it or any of its
Subsidiaries.

(b) The Company agrees that it will take the
necessary steps to promptly info:m the individuals or
entities referred to in the first sentence hereof of the
obligations undertaken in this Sect.ion 6.2. The Company
&qrees that it will notify SSC promptly if any such
inquiries, proposals or offers are received by, any such
information is requested from, or any such discussions or
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ne90~iaeions ~~e ~ougn~ :~ be i~itiaeeci or concinuea with,
any of the:.:::\par.~·':: ~.epresen~a~i·,es inciica~i:-.q, in
connec~ion NlC~ suc~ ~o~ice. ~he name of such Person and the
ma~erial :er=.s ~na ~:nai:ions of any proposals or offers and
:hereafter shai~ ~:eep SEC :':1formeci.. on a currenc basis, of
ene scacus ana ~acer~ai ~er.ms of any such proposals or
offers and :~e s~acus cf any such discussions or
negociations.

6.3. rnfgrmat·;n Sucpl;Ad. The Company and sac
each agrees, as to itself and its Subsidiaries, that none of
the informacion supplied or to be supplied by it or its
Subsidiaries :or :':1clusion or incorporation by reference in
(i) the Registra~ion Stacemenc on For.m 5-4 to be filed with
the SEC by sac in connec~ion with the issuance of shares of
sac Common Stock ::1 the Merger (including the proxy
seatement and prospec:::.s (the "?rg=peb~\Is1E""gxy ~tat~ment")

constituting a pare ':.hereofl (the "S-4 Beqi3tratign
Statement"' will. at the time the S-4 Registration Statement
becomes effecti7e under the Securities Act, and (ii) the
Prospectus/Proxy Statement and any amendment or supplement
thereto will. at the date of mailing to shareholders and at
the time of the Shareholders Meeting, in any such case,
contain any ~ntrue statement of a material fact or omit to
state' any material fact required to be stated therein or
necessary in order to make the statements therein, in the
light of the circumstances under which they were made, not
misleading. !f at any time prior to the Effeceive Time any
info:mation relating to sac or the Company, or any of their
respective affiliates, ~fficers or directors, should be
discovered by sac Qr the Company which should be set forth
in an amendmen~ or supplement to any of the S-4 Registration
Statement or the Prospectus/Proxy Statement, so that any of
such documents would not include any misstatement of a
material fact or omit to state any material fact necessary
to make the statements therein, in the light of the
circumstances under which they were made, not misleading,
the party which discovers such information shall promptly
notify the other parties hereto and an appropriate amendment
or supplement describing such information shall be promptly
filed with the SEC and, to the extent required by law,
disseminated to the shareholders of the Company.

6.4. ShAreholder, Meeting. The Company will
take, in accordance with applicable law and its certificate
of incorporation and by-laws, all action necessary to
convene a meeting of holders of Company Shares (the
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"Sha.,.ar:g i de .... '"'a,~' ~."\ ~s ::==:t'.pt.~ ../ as ;::raco;:":3.ble after the
S-4 Req~s~=a~:..:~ ~tat.eme~= :..s dec~area effeco;:"7e ~= consider
and ,o~e ~pon :~e apprc,al :f ~~is Aareement. and t~e Merger.
Unless the c=ar: :: jireco;==s of ~he C~mpany decermines in
good fait.h i£::~ :=nsul:at.~on w~tt out.side ~=gal :ounsel
that. :0 do so ~ould =esult ~n a fail~re ~o comply with its
fiduciary dut.:..es ~nder applicable law, ~he Company's board
of direct.ors shall ~ecommend approval of this Aqreemen~ and
the Merger and shall ~ake all lawful action to solicit such
approval.

. .., • . . a. ...;. \,144 t;,

6.5. FilinClS; Other !'ct';gps; Ngt ioCi C;El1:ign."
(a) sse and the Company shall prompt.ly prepare and f~~e

with the SEC :he ~rospect~s/Proxy Statement., and sse shall
prepare and :~le with the SEC the 5-4 Reqistra~ion St~emen~

as prompt.1i as pract.~caDle. sse and :~e Company each shall
use all reasonable effor~s t.o have the S-4 Reqist.rat.ion·
Statement. declared effect.ive under the Securities Act as
promptly as practicable after such filinq, and promptly
thereafter ma~l the Prospectus/Proxy Stat.ement to the
shareholders of the Company. sse shall also use all
reasonable effort.s to obtain prior to the effective date of
the S-4 Reqis~=ation Statement all necessary state
securities law or "blue sky" permits and approvals required
in connection with the Merger and to consummate the other
transactions contemplated by this Aqreement and will pay all
expenses incident thereto.

(b) The Company and sse each slta"ll ·\1".!t!!'-all' ... •
reasonable effor~s to cause to be delivered to the otner
party and its directors (il letters of its independent
auditors, dated (A) t.he date on which the S-4 Regis~ra~ion

Statement shall become effective and (S) the Closing Dace,
and acldressed to the other party and its directors, in fo:m
and substance customary for "comfort" letters delivered by
independent public accountants in connection with reqistra­
tion statements similar to the 5-4 Reqistration Statement,
and (i1) a letter from its independent aUditors addressed to
SSC and the Company, dated as of the Closing Date, stating
their opinion that the Merger will qualify for pooling-of­
interests accounting treatment.

(c) The Company and sse shall cooperate with
the other and use (and shall cause their respective SWbsidi­
aries to use) their respective best efforts to take or cause
to be taken all actions, and do or cause to be done all
things, necessary, proper or adVisable on its part under
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this Agreeme~~ ~na :~e 3:ock Cp~~~n Aqreemenc ~nd applicable
Laws t~ consc~=a~= ana maKe effec~~7e ~he Merger and ~he
o~her t:ansact~=ns c~n~empia~ed by ~his Agreemen~ and the
Stock Opt~=n ~greemen~ as soon as prac~icable, including
preparing ana :~ling as ~=omp~ll as prac~icable all
documen~a~~on :~ effec~ all necessary applica~ions, notices,
petitions, :~l~ngs and ocher documencs and to obtain as
promptly as p=ac~icable all consen~s, registrations,
approvals, ~er~~cs and authorizations necessary or advisable
to be obtained ::om any chird party and/or any Governmental
&ntity in oraer to consumma~e the Merger or any of the other
transactions c~ntemplaeed·by·~isAgreement or the Stock
optiorr-Agreemenc: provided,' hQweyer, that nothing in this
Section 6.5 shall require, or be construed to require, sse
or'~he Company :0 proffer~'or 'agree to, any concession to
any Governmen~~l Entitv if (i) such concession is reasonably
likely to have a Material Adverse Effec~ on the Company
following the Effective T~e, (ii) such concession is
reasonably likely to have a Material Adverse Effect on sse
following the Effec~ive Time rrt be'ing understood that, for
this purpose, ~ateriality shall be determined with reference
to the total enterprise value of the Company and its
Subsidiaries, taken as a whole, rather than that of sac and
its Subsidiaries, taken as a whole, and taking into account
any material restrictions on the ability of sse or any of
its Significant Subsidiaries to conduct its operations as
currently conducted or as proposed to be conducted by it).
Subject to applicable laws relating to the exchange of
infor.mation, sse and the Company shall have the right ·to
review in advance, and to the extent practicable each will
consult the ~ther ~n, all the informa~ion relating to sse or
the Company, as the case may be, and any of their respective
Subsidiaries, tha~ appears in any filing made with, or
written materials submitted to, any third party and/or any
Governmental Entity in connection with the Herger and the
other transactions contemplated by this Agreement or the
Stock Option Agreement. In exercising the foregoing right,
each of the Company and sse shall act reasonably and as
promptly as practicable.

(d) Subject to applicable laws relating to the
exchange of information, the Company and sse each shall,
upon request by the other, furnish the other with all
infor.mation concerning itself. its Subsidiaries, directors,
officers and stockholders and such other matters as may be
reasonably necessary or advisable in connection with the
Prospectus/Proxy Statement, the S-4 Registration Statement
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or any ocher ::a~:~~~:, ::~:~g, ~oci=e ~r appl~=ac~=~ made
by or on behal.': :: :'3C, ::le:.:mpan'! or any cf :hei:
respec:~7e S~b~~~~~r:~5 :~ any ~hiro ;ar~'l and/or any
Governmencal ~~~:::' :~ c=nnec::on wict ~he ~erger and the
c:ansac~~ons ::~~em;~~~~d cy ~his ~greemen~ ~r ~~e ~~ock

Option Agreem~~c.

(e I 'rhe .: .:mpany and sac each shall keep the
other apprised =f :~e 5~acus of macters relating to comple­
tion of the transac~:ons contemplated hereby, inclUding
promptly furnishing the ocher with copies of notices or
other cammunic3cions received by sse or che Company, as the
case may be, ~r any ~i ~:s Subsidiaries, from any ~hird

party and/or any Governmencal Entity with respect to the
Merger and ete ocher :ransaccions contemplated by this
Agreemenc or :he .: t.'~c~: ':9t:.on .~greemenc. E:ach ot ':he
Company and SEC 5nall. 1~ve prompc nocice to the ocher of any
change that is reasonably likely to result in a Material
Adverse Effec~ ~n ~: or of any failure of any of the
conditions to t~e ~ther ~arty's obligations to effect the
Merger set forch ~n Art:.cle VII.

0.6. Acea ««; ~gn=ultatign. (a) Upon reasonable
notice, and excepc as may otherwise be required by appli­
cable law, the Company and sse each shall (and shall cause
its Subsidiaries to) afford the other's and the other's
Subsidiaries' employees, agents and representatives
(including any inves~ment banker, attorney or accountant
retained by the other or any of the other's
Subsidiariesl (such off~=ers, directors, employees, agents
and represencati~es be~~q refer:ed to in this Agreement,
with respect to the Company or SSC, as the contex~ =equires,
as such party's "B'Pb~=,ntative='" reasonable access, during
nor.mal business hours throughout the period prior to the
Effective Time, to its properties, books, contracts and
records and, during such period, each shall (and shall cause
its Subsidiaries to) furnish promptly to the other all
info:maeion concerning its business, properties and
personnel as may reasonably be requested, prgvided that no
investigation pursuant to this Section shall atfect or be
deemed to modify any representation or warranty made by the
Company, sse or Merger Sub hereunder, and prgVided, fprt b.:,
that the foregoing shall not require the Company or SSC to
pe:mit any inspection, or to disclose any intor.mation, that
in the reasonable jUdqmenc of the Company or SSC, as the
case may be, would v101ate applicable law or any of its
obligations with respect to confidentiality or would result
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the Compan: := SSC, :s ~~e case ~ay ce, shall have used all
reasonable ~t::=~~ ~o ob~ain ~he c=nsen~ of such ~hird par~y

to such ~~s?ec~~:~ ~r 1isc~osure. All =eques~s for
info~a~~:n ~atie ~~=~uant ~o this Sect~on shall be direc~ed

to an exeC~~~ie ~ff~=er ~f t~e Comcanv or SSC, as t~e case
may be, or such ?erson as may be designa~ed by any such
execu~ive off~=er, as the case may be. All informa~ion

provided pur~~ant ~o this Sec~ion 6.6 shall be governed by
~he terms of the Confiden~iality Agreemen~.

(b) SUbjec~ to the Confiden~iality Agreement
and to Sect~on 6.16, from the date hereof to the Effective
Time, SSC ana the Company agree to consult with each other
on a regular =as1.S on a schedule to be agreed wi~h regard to
their respeCt~ie operations.

(Cl From the date hereof to the gffec~ive Time,
the Company agrees ~o no~ify SSC in advance of any issuance
by the Company or any of its Subsidiaries of any long-term
deb~ or preferred stock.

6.7. A.ff~1iate:;. (a) Each of the Company and
sac shall deli~er to the other a letter identifying all
Persons whom such party believes to be, at the date of the
Shareholders Mee~ing, "affiliates" of such party for
purposes of applicable interpretations regarding use of the
pooling-of-interests accounting method and, in the case of
"affiliates" of the Company, for purposes of Rule 145 under
the 1933 Ac~. ~ach of the Company and SSC shall use all
reasonable efforts to cause each Person who is identified as
an "affilia~ett in the letter referred to above to deliver to
sac prior to the date of the Shareholders Meeting a written
agreement, in the form attached hereto as txhihit C, in the
case of affiliates of the Company (the "CgmpAny affili'te'~

LItter"" and txhibit P, in the case of affiliates of SSC
(the "sac aft~lilte'= Letter"). Prior to the Effeceive
Time. each of the Company and SSC shall use all reasonable
efforts to cause each aaaitional Person who is iaeneified as
an "affiliate" to execute the applicable written agreement
as set forth in this Section 6.7.

(bl If the Merger would oeherwise qualify for
pooling-of-interests accounting treatment, shares of SSC
Cammon Stock issued to such affiliates of the Company in
exchange for Company Shares shall not be transferable until
such time as financial results covering at least 30 days of
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· .,. b
comc~~ea :;erac:~ns :: SEC ~nQ ~~e ::~mpany sna~. ~ave een
pUblishea :~1~~~~ :~e ~ean~na 0: Sec~:~n 201.Ql =f :he SEC's
Codifi=a~::~ :: =inanc~al Repor~~~g pol~=ies, =egardless of
whe~her ~ac~ ~uch ai:~:~a~e has ;:ov~ded the wri~~en

agreemen~ :e!er=ea :: :~ chis Sec~:on, :xcep~ ~~ che exten~

per.mictea =:, :na :~ accoraance with, SEC Accoun~i~g Ser1es
Release :~5 and SZC Staff Accounc~ng Bullec1ns 65 and 76.
Any Company Shares held by any such affiliate shall not be
transferacle, =egardless of whe~her such affiliate has
provided che applicable written agreemenc referred to in
this Sect~on, if such transfer, either alone or in the
aggregate with ocher ~ransfers by affiliates, would preclude
SSC's abil~ty to account for the business combination to be
.ffec~ed by the Merger as a pooling of interescs. The
Company shal~ no~ =eqiscer the transfer of any Cer~ificate,

unless suct :=ansie~ :s made :n comoliance wich the
foregoing. .

6.8. Stgck Exchange 4i=t;ng and Qe-:;=ting. SSC
sball use its bes~ eifor~s to cause the shares of SSC Cammon
Stock to be issued ~n the Merger to be approved for listing
on the NYSE, subjecc to official notice of issuance, prior
to the Closing Date. The SurViving Corporation shall us.
its bes~ efforcs to cause the Company Shares to be de-listed
from the NYSE and the Pacific Exchange and de-registered
under the Exchange Act as soon as practicable folloWing the
Effective Time.

6.9. Ppbl;City. The initial press release with
respec~ to the Merger shall be a joinc press release, ana
thereafter ~he Company and sac each shall consult with each
other prior to issu1ng any press releases or otherwise
making public announcements with respect to the Merger ana
the other transactions contemplated by this Agreement ana
the Stock Option Agreement and prior to making any filings
with any third party and/or any Governmental Entity
(1ncluainq any national securities exchange) with respect
thereto, except as may be required by law or by obligations
pursuant to any listing agreement with or rules of any
national securities exchange.

(i) At the £ffec~ive T~e, each
outstanding option to purchase Company Shares (a "Compapy
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Qpt~=n"~ ~nde! :~e 2~=CK ~lans, ~he~~er 7es~ed :r ~nvested,

shall be deemec ~~ c=nst~~~te an op~~=n ~~ acq~i=e, :n the
same te~5 a~a =:ndit~=ns as were applicable under such
Company Opt~:n, ~fter g~7inq effec~ ~o any provision
..equ........ a -"0 ..r:IlC:,.--'" .... ::- -nv ,... ....mcanv ""'oti'"'n -s - roc:u.L.·t ot-... .~ •••• _. __ .. ••~ I,J c::. .. _'wi. __ .. _'wi Q. Co __

the transact~:ns ~=n~empla~ed by chis Agreemen~, the s~e

number of shares cf SSC :ommon Stock as the holder of such
Company Opt~=n Nould have been entitled to receive pursuant
to the Merger ~ad such holder exerc~sed such Company Option
in full immediately prior to the Effective Time (rounded
down to the. nearest Nhole number) (a "Sub§;ityte Qptian"),
at an exercise price per share (rounded up to the nearest
Whole cent) equal to (y) the aggregate exercise price for
the Company Shares otherwise purchasable pursuant to such
Company Opt~=n di7ided by (z) the number of full shares of
sac Common Stock jeemec ?urc~asable pursuan~ to such Company
Option in accor~ance w~th che foregoJ..ng. ~t or prior to the
effective Time. ~he Company shall make all necessary
arrangements with respect to the Stock Plans, including any
necessary amendmentS chereto, to permit the assumption of
the unexercised Company Options by sac pursuant to this
Section and no later than five business days after the
effective Time SSC shall reqister under the Securities Act
of 1933 on Form S-8 or other appropriate form (and use its
best efforts to maintain the effectiveness thereof) shares
of SSC Cammon Stock issuable pursuant to all Substitute
Options. As promptly as practicable after the Effective
Time, the Company shall deliver to the participants in the
Stock Plans appropriate notices setting forth such
participants' =ights pursuant to such assumed Company
Options.

(iil Effective at the Effective T~e,

SSC shall assume each Company Option in accordance with the
ter.ms of the Stock Plan under which it was issued and the
stock option agreement by which it is eVidenced.

(b) Employee eenef~ts. SSC aqrees that it
shall cause the Surviving Corporation for at least two years
after the £ffec~ive Time to provide or cause to be provided
to employees of the Company and its Subsidiaries
compensation and benefit plans that are no less favorable,
in the aggregate, than the Company's Compensation and
aenefit Plans; Provided, howeyer, if durinq this period SSC
implements any Widespread increase or decrease in benefits
under campensation and benefit plans or in the cost thereof
to participants under compensation and benefit plans
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oenefi:s ~~cer -:~e :~m~any'~ =ompensac:.~n and beneti: ~lans

~r ~~e ~=s~ :~er~~: ~: ~ar~~=~;an~~, :nd ;;~vidcg, ;~:~~crl

wit~ respec:. ~~ em~~::ees who are ~ubjec~ :~ collec~:.ve

bargaining, :11 =enei::.: shall be provided in accordance
with the appl':':~ble s=llec~ive bargaining agreemen~. SSC
shall, and ~ha1: :ause :~e Surviving Corpora~ion co, honor,
pursuant co :~el~ :erms, all employee benefit obligations to
current and ::rmer .::mp1:yees under che Compensation and
Benefit Plans.

6.::. ;xpcr ece • Excep~ as otherwise provided in
Sect~on 6.:8 ~r g.~(bl, Ahecher ~r ~oc the Merger ~s

consumma~ea. =i: ::scz ~na expenses ~~cur=ed ':'n connec~:.on

with this Agreemen~ ~na :ne Merger and the ot.her
transact.ions cont.em~iated by this Agreement. shall be paid by
the party inc~r=:.~g sucr. =os~ or expense, excep~ that.
expenses incurred :~ c=nnection with the filing fee for the
S-4 Reqistrat:.~n Statement. and printing and mailing the
Prospectus/Proxy :tatement and the 5-4 Registrat.ion
Statement and ~he :ilinq fee under the HSR Act shall be
snared equally by sac and the Company.

6.12. tndemDi~;catiqn; QitertQt:' and Qf~~beb:l

In=utancg. (a) :rom and after the Effect.ive Time, SSC
agrees that ~t will indemnify and hold harmless each present
and fo~er direct.or ana officer of the Company (when acting
in such capac:.~'l) deter~~ned as of the Effect.ive !ime (the
"InciemD;~~c:ld ~1r""c:lC:"~, against. any =ost.s or expenses
(including =easonacle att.orneys' fees), judgment.s, fines,
losses, claims, damages or liabilities (collectively,
"Co=t=") incurred in connection with any cla~, action,
suit, proceeding or investigation, whether civil, criminal,
administrative or investigative, arising out of or pertain­
ing to matters existing or occurring at or prior to the
Effective Time, whether asserted or cla~ed prior to, at or
after the £ffec~ive Time, to the fullest extent. that the
Company would have been per.mitted under Connecticut law ana
its certificate of incorporation or by-laws in effect. on the
date hereof to indemnify such Person (ana sse shall also
aavance expenses as incurred to the fullest extent pe~itted

unaer applicable law, prgVided the Person to whom expenses
are aavanced provides an unaert.aking to re~ay such advances
if it is ultimately determined that such Person is not
entitled to indemn1ficat.ionl.
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b) .::'.nv ::"'.ciemr.:..::'~a Par":."! ·Nl.Sn:..ng '::; cl.aim
inQemn:..=:'=~,::..:~ ~~aer ;aragra?hal ~£ ~~is Sec~:..=n ~.12.

upon iearn:..~~ :: any ~uc~ =ia~m, act~~n, suit, ~roceeding or
investigat:..:~, ~nai: ;==m?t~j not:..:! SBC :hereof, oUt =he
fail.~re ':~ S~ ~='::..~~ snal: ~ot :eliave SBC :f any liability
lot ~ay have :: 5UC~ :~aemnl.=~ea Par":.! :f such failure does
not ~a'Cer:..al:''/ ::=eJ 'Jcii::e SBC. In t.he event. of any such
claim, ac'C~=n, 3Ulo':, ?roceeding or invest.igation (whether
arising beia:-e ': rafter ':he E.ffec~:''Ie Time), (i) SSC or the
Surviving Carpcrat.i~n shall have the right to assume the
defense thereof ana sse shall no'C be liable to such
Indemnified Part.:..es for any legal expenses of o'Cher counsel
or any ot.her expenses subsequently incurred by such !ndemni­
fied Par'Cies ~~ connect.:..on with the defense thereof, excep'C
that if sse or ':he Surv~vlong Corporation elects no'C t.o
assume such ~efense ~r ~ounsel for t.he !ndemni£~ed ?arties
adv~ses that t.here are :ssues which raise confli::-:.s of
int.erest. between SBC or the Surviving Corporat.ion and the
Indemnified ~art.:..es, t.he Indemnified Parties may retain
counsel sat.~sfact.:ry t.o them, and SBC or the Surviving
Corpora'Cion shail ?ay all reasonable fees and expenses of
such counsel :or t.he Indemnified Parties prompt.ly as sta'Ce­
ment.s therefor are :-eceived: provided, hgweye:, that. SSC
shall be obligated pursuant. to this paragraph (b) to pay for
only one firm of counsel for all Indemnified Part.ies in any
jurisdiction, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) SBC shall not. be
liable for any settlement effected without. its prior written
consent.

(c) SBC ~r the SurViving Carpora~ion shall
maintain a policy of officers' and directors' liability
insurance for acts and omissions occurring prior to ~he

Effective Time ("P&O 'fn:mrance") with coverage in amount and
scope at least. as favorable as the Company's existing
directors' and officers' liability insurance coverage for a
period of six years after the Effect.ive T~e; PrQvided,
hQweyer, if t.he existing 0&0 Insurance expires. is
ter.mina'Ced or cancelled, or if the annual premium therefor
is increased to an amount in excess of 175% of the last
annual premium paid prior to the date hereof (the "Current
Premipm"). in each case during such six year period, sse or
the Surviving Corporation will use its best efforts t.o
obtain 0&0 Insurance in an amount and scope as great. as can
be obtained for the remainder of such period for a premium
no'C in excess (on an annualized basis) of 175% of the
Current Pre~um.
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·d~ :! :EC := ~~e ~~rv17i~g ~==po=a~~=~ cr any
of ~~s SUC=5ES:=~ == ~5S~;~S ~l shall ==nsolijace ~lch or
merge ~~to ~~f :~~er :=r;~rat:~~n cr ~nt~~y and shal: ~o~ be
-"'e ("" ....n.. · -.,. -- -- ""'r'" ,. - .... r~or--· -,n -r Qnt· ~'/ r-';: such_ ... to _ ..., .'- _ ....... _ .... ~ ... _ _ ... • _ • _ ~ _ ...J ~ c=. '- ... 'oJ ...; - .. _ - .. - ..

=onsolidat:~:~ := ~er~er := '~ii snal: ~=ansfer all ::r
suDstant:.al:~· ~':'l ::t :... ~s ;;roper~~es and assets to any
individual, :~r~erat:~=n or other ~nti~YI then and ~~ each
such case, ~rc~er ~rov~sions shall be made so chac ~~e

successors ana assigns :f SEC ~r ~~e Surviving Corporat:ion,
as the case ~ay oe, shall assume all of the obligat:~ons set
fort:h in this Seccion.

(el The ?rovisions cf ~his Section are int:ended
to be for :he Denefit of, and shall be enforceable by, each
of the !ndern~~:~eti ~ar:~es, ~he~r ~eirs and their
representat:~·..es .

6.13. Take~yp: Statutp. If any Takeover Stat:ute
is or may beceme applicable to the Merger or the other
transactions ==nt:emplated by this Agreement or the Stock
Opt:ion Agreement, each part:y hereto and its board of
direct:ors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum­
mated as prompt:~1 as pract:icable on the terms cont:emplated
by this Agreemenc or the Stock Opt:ion Agreemenc or by the
Merger and otherwise act to eliminat:e or minimize the
effect:s of such st:atute or regulation on such transactions.

6.14. QiV;depds. The Company shall coordinate
with sac the aeclarat:~on, settina of =ecord dates and
payment dat:es of div~dends on Co~pany Shares so chat: holders
of Company Shares do not =eceive dividends on both Company
Shares and sac ~ommon Stock received in the Merger in
respect of any calendar quarter or fail to receive a
dividend on either Company Shares or sac Common Stock
received in the Merger in respect of any calendar quarter.

6.15. Conf;den~iality. The Company and sac each
acknowledges and confirms that it has entered into a
Confidentiality and Non-Disclosure Agreement, dated
October 22, 1997 (the "Cocfident;ality &gre-ment" 1, and that
the Confidentiality Agreement shall remain in full force and
effect: in accordance with its te~s, whether or not the
Merger is consummated.

6.16. Cpnt:gl?f ~he Cpmpany·' 9per,tigns.
Nothing contained in this Agreement shall give SSC, directly
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'Jr ':":lciir~c-:~~·, :-:. :;::.~.: :: -=:=nt:.==l jire~~ ::le ':~mpany 1 3

opera~~ons ~=~~= ~= ~~e ~=:eC~~7e :~~e. ?ri~r ~~ ~he

::ffec~i·,e ::":ne. ::-.e: .:.m?an'! shall. ~xerc~.se, :onsi.s~en~ '.-lith
~he :erms ~nc ::~d~~~~ns =f ~his Agreemen~, =ompie~e ~ontrol

ana super7~s~:~ :: ~=s :pera~~:ns.

6.::. -ax =~p~QCQntar'~n r~t~:::. :or ~urposes of
the tax opir.~=~s iesc=~bea ~~ Sec~~=ns 7.2{cl and 7.3(c) of
this Aqreemen~, ~ach 8£ :~e Company and SEC shall provide
representa~i=n ~et~ers, ~n form and substance reasonably
satisfactory t~ the Com?any and SBC, each dated as of the
date that is two business days prior to the date the
Prospectus/Proxy Statemen~ :"s firs~ mailed to shareholders
of the Company ana :e~ssued as of ~he Closing Date.

6.:3. """';'?"\~;:?" ~3;se:..;11 s~a~e, 2..ocal, :oreign
or provinc1al sales, ~se, real proper~y transfer, s~ock

transfer or sim1lar ~axes (inclUding any interes~ =r
penalties wit~ respec: :nereto) attributable to the Merger
(collecti·,ely, :~e '''!';ao: fAr ~axe:") shall be ':imel y paid by
the Company, ~hi=h paymen~s, if any, shall be made from the
Escrow Account ~f required by Section 4.5.

ARTICLE VII

Conditions

7.1. CQnQ~~·-n: ~~ ~ac~ o,r~~,le Qbl~;ar~~p ~Q

;f~Qrr ~he Mo~;c~. ~he :espec~ive obliga~~on of eacn party
to effect the Merger :s subjec~ to the satisfac~ion or
waiver at or prior to the Effective Time of each of the
following conditions:

(a) Shareholder ~pprQvgl. This Agreemen~ shall
have been dUly approved by holders of Company Shares
constituting the Company ReqUisite Vote:

(b) NISt Li~ting. The shares of SSC Common
Stock issuable to the Company shareholders pursuant to this
Agreement shall have been approved for listing on the NYS£
SUbject to official no~ice of issuance.

(c) GoYe~cmeDtgl CQDSent~. The waiting period
applicable to the consumma~ion of the Merger under the KSa
Act shall have expired or been terminated and all maeerial
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shall ~ave =:~n ~aae :: ~b~a~nea ;ursuant. ~~ a cinal Order,
free of ~ny ::~a~:::~s :~verse := :~e C~mpany or sse ~ocher

:han ==r :=~=::::~s :~at. i) are not. reasonably ~ikely,

indi~idual:j :: :~ :~e ~ggregate, ~~ have a Mater~al Adverse
Effect en the ,:.:mpany ::lllow~ng the Effective ~~me, or
(ii) are not. :easonaoly likely to have a Material Adverse
Effect on SEC ::l:=wLnq :he E:ffec~i~e Time lit be~ng

understood ~~at. :or t.his purpose, rna~eriality shall be
determined wLt.h reference to the total enterprise ~alue of
the Company and ~:s $ubs~diaries, taken as a whole, racher
than that of SSC ~na ::s Subs~diaries, taken as a whole, and
taking into acc=unt. ~ny material rest.rict~ons on :he ability
of sac or any :f ::3 ~ign~£icant. Subs~diaries to conduct its
operati~ns as :~:::n:~; conauc:ed or as proposed ::l be
conducted by::; ). :or :he purposes of this Aqreemen~,

"Final ?rde"" ~eans an action or decision that has been
granted as t:l wh~c~ fa) no request for a stay or any similar
request is ~enai~g, ~o stay is in effect, the action or
decision has not ::een 'racated, reversed, set. aside. annulled
or suspended ~nd any deadline for filing such a requesc that
may be des~gnat.ed by statute or regulation has passed, (b)
no pet.ition :cr :ehear~ng or reconsideration or applicacion
for review ~s pending and the t~e for the filing of any
such petition or applica~ion has passed, (c) none of the
FCC, the DPUC or any other Government.al Entity has the
action or dec~sion under reconsideration on its own mocion
and the time wLthin which it may effect such reconsideration
has passed and ;dl no appeal is pending (includi~g other
administrat~,e or ~udic~al rev~ewl or in effec~ and any
deadline for :iling any such appeal that ~ay be spec~fied by
stacut.e or rule has passed, which in any such case (a), (b),
(c) or (d) is reasonably likely to result in vacating,
reversing, set.ting aside, annulling, suspending or modifying
such action or decision (in any such case in a manner which
would have a Material Adverse Effect on sse or the Company
following the Effec~ive Time) .

(d) Laws and Qrder:. No Governmental Entity of
competent jurisdiction shall have enacted, issued,
promulgated, enforced or entered any Law (whet.her temporary,
preliminary or permanentl that is in effect and rescrains,
enjoins or otherWise prohibits consummation of the Merger or
the other transactions contemplated by this Agreement or
that is, individually or in the aggregate with all other
such Laws, =easonably likely to have a Material Adverse
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Sf:;c,: :n ':3C :: ::-.e ':.:mpany col2.:c,::..,ely, :in ";;q,er"~, and
~one cf :~e :=9ar:=.en: :f :us~:.=e. :he :~cieral 7:aae
Comm~ssio~. :~e ::: .:: :~e :PUC 3hall ~ave ~ns~:.~~~ed any
9roceedi~~ :: :~=e=~;neQ ~~ ~ri~~~g or publicly announced
i~s :n~en::.:~ :: :~s~:.:~:e ~ny s=oceed~~g seeKi~g any such
Order.

(el S-J. !he S-4 Reg~s~=a~ion Sta~emen~ shall
have beccme ~f:ec,::.,e under :he Securities Act. No stop
order suspendi~g the effec~i7eness of the S-4 Registration
Stacement shall have been issued, and no proceedings for
thac purpose shall have been initiated or be threa~ened by
the SEC.

7.~. CQDd~~~~ns~? ?bl~;g~~?n: .~~ ~BC ~nd ~=~,er

~. The Qol~~at:.:ns J! SEC and Merger Sub :0 effec,: ':he
Merger are also 5ubjec,: :0 the satisfac':ion or waiver by SSC
at or prior :~ the Effective Time of the follOWing
conditions:

(a) Reprocentations and Warranties. The
representations and warranties of the Company set forth in
this Agreemen~ (il to the extent qualified by Material
Adverse Effect shall be true and correct and (ii) to the
extent not qualified by Material Adverse Effec~ shall be
true and correct, except that this clause (iil shall be
deemed satisfied so long as any failures of such
representations and warranties to be true and correct, taken
togecher, do noc have a Material Adverse Effect on the
Company, in each case Ii) and (ii), as of the date of this
Agreemenc and (except :0 the extent such representations and
warrancies speak as of an earlier date) as of the Closing
Date as though made on and as of the Closing Date, and SSC
shall have received a certificate signed on behalf of the
Company by an executive officer of the Company to such
effect.

(bl PerfOrmance 9f QbligatiQDs gf ~he Cgmpanv.
The Company shall have perfo~ed all material obligations
required to be performed by it under this Agreement at or
prior to the Closing Date. and sse shall have received a
certificate signed on behalf of the Company by an executive
officer of the Company to such effect.

(el Tax Opinign. SSC shall have received the
0p1n10n of Sullivan & Cromwell, special counsel to SSC,
dated the Clos~ng Date, to the effect that the Merqer will
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be treaced ::r :~aer~~ :~==me :~x ~~r;oses as a reorganiza­
:ion with:':l :::e ;'.ean:.:-.= :: Sec-::.::n 268 (aJ:f ::le ':::cie, ana
chat:. each c: 23C, :'!er,;~r S\lb and :::e C:::mpany ',Jill be a part:y
to chat:. reor;an:.=~-:~::n ~~chi~ :~e ~ean~ng af Sec~~on 268(b)
of the Code: ~= te~n~ ~~ders==oa :::ac ~~ render~~g such
opin~on, suc~ :~x counsel shall =e ~nt:.i-:~ed to rely upon
representat:.:.::ns ~rov~ded by the ~art:ies heret:.o ~n the
representat~on :etters referred to in Sec~ion 6.17.

(d) pissen~·~g Shar~s. The Oissenting Shares
shall not consci:~te more than 9% of the aggregate number of
Company Shares ouCstanding immediacely prior to the
Effective Time ~;?yided, 1Qwe~Ar, that this condition shall
be deemed to be waivea ~y sac ~f the condition set :ort:h in
Section 7.2!el ~s deemea Haived by sac ~ursuant :0 the
proviso to Sec~:.=n ~.:(e,.

(e) Acc;untant:' T,ettAr . sac shall have
received a letter :rorn ::s inaependent pUblic accounting
firm to the ~ffect thac :he Merger Hill qualify for
"pooling-of-interests" accounting treatment; proVided,
however, thac this condition shall be deemed to be waivea by
sac if SSC's independent:. accounting firm shall have failed
to deliver such :etter solely as a result of one or more sse
i'ooling Actions.

For purposes of this Seccion 7.2(e), "sac Popling
Act~Qn" shall mean (i) any action taken by sac or any of its
Subsidiaries after the date hereof that would prevent the
Merger from qualifying for "pooling-of-interes~s"accounting
treatment if anv of the execucive officers of sac actually
knew or, after appropr~ace inqUiry, should have known that
such action would prevenc the Merger from qualifying for
"pooling-of-interests" accounting treatment, (ii) the escrow
arrangements referred to in Section 4.5 hereof, if the
Company's obligation to make such arrangement:s has not been
waived by sac in accordance with Section 4.5 and (iii) any
condition existing on the date hereof which, with reference
only to SSC and its Subsidiaries, would prevent the Merger
from qualifying for "pooling-af-interests" accounting treat­
ment under the currently published ana effective guidelines
and interpretations of the American Institute of Certified
i'ublic Accountants, the Financial Accounting Standards Board
and the SEC relating co "pooling-of-int:erests" accounting
treatment.
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I.":. :OOq:,-;,- .... :; -- :~bl': ;at- -;1 .-~ ---=' l~;~pan',.

:'he obli:;;at::.::-. -::: :::e:.Jmpany :~ eifec": ::-.e :'!erger :'3 also
sucJect: :::l :::e s5t::.siac"::.::n or ',oJai-;er =1 r.he ':::mpany at: ~r

pr~or to :je ~::;c~:.~e :~~e sf :.~e :::lliowing c::lnai::.ons:

(al B@p;o~cr~:~;~ns jod ~ar~:nt·~:. The
represent:at:.:ns ana war=ant::.es of SBC ana Merger Sub set:
fort:h in this ~greement: 'i) to t:he extent: qualified by
Mat:erial Adverse Sffac": shall be t:rue and correct:, and
(ii) to the extent ~ot: qualified by Mat:erial Adverse Effect
shall be t=ue and cor=ect:, except :hat: this clause ~ii)

shall be deemed satisfied so long as any failures of such
representations and war=ant:ies :0 be true and cor=ect, taken
together, do ~ot: have a Material Adverse Effec": on SBC, in
each case (i) and :iil I as af the date of this Agreement and
(except: :0 :::e ~xt:ent: 3ucn =epresentat::.ons and ~ar=~nties

speak as of an eariier jatel as of the Clos~ng Dat:e as
though made on and as of the Closing Date, and the Company
shall have rece:'7ed a cert:ificat:e s~gned on behalf of SSC by
an executi7e cfficer ~f SBC :0 such effect:.

(bl p@r~~tmancQ ?f Qbl;gat~Qns Qf sac :pd

Merger ~ub_ Sach of SBC and Merger Sub shall have performed
all material obligat:ions required to be performed by it
under this Agreement at or prior to the Closing Date, and
the Company shall have received a certificate signed on
behalf of SBC and Merger Sub by an executive officer of SSC
to such effect:_

(cl Tax ~pi~;~o_ The Comoanv shall have
received the cp~n:.on of Cravath, Swa~n~ &-MOore, counsel to
the Company, dated the Clos1ng Date, to the effec~ :hat the
Merger will be treated for Federal income tax purpose5 as a
reorqanization within the meaning of Section 36B(a) of the
Coae, and that each of SSC, Merger Sub and the Company will
be a party to that reorganization within the meaning of
Section 36B(b) of the Code; it beinq understood that in
rendering such opinion, such tax counsel shall be entitled
to rely upon representations provided by the parties hereto
in the representation letters referred to in Section 6.17.
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3.:. ~=~_·~~~~~n ~~.' '~';t~al ~;n:er~· 7his
Aqreemen~ ~ay =~ :~r~~~a~ed ~nd :~e Merger illay =e abandoned
ae any ~~~e ~=~:r ~~ :~e 2ffec~~7e Time, Nhe~her ~efore or
after ~he appr=~al =1 shareholders of ~he Company referred
to in Sec~~on -.l(ol, ~y mutual ~rit~en consent ~f ~he

Company anti SEC, ~y ~ction of their respec~ive boards of
direc~ors.

8.2. ::~~~~3t~;D by ~t~h@: ~BC 2b -,: rgmpany.
This Agreement ~ay ce :~rmina~ea and the Merger ~ay be
abandonee at ~ny ~:~e 7=~or ~o ~he Sffec~ive ~ime by ac~ion

of the board :: ~~=~~::=s af e~ther SSC or ~he C~mpany if
(i) the Merger 3na.~ ~ot have been consumma~ed by December
31, 1998, whether suc~ date is before or after the date of
approval by the sharenolders of the Company (the
"'l'etmipat~'"I!1 ~atcll'; provided, !1owever, that :"f the Company
or sse aeeerm~nes :~at additional t~e :"s necessary in
connec~ion with obta~n~ng a Company Required Consent or a
sse Required Consent =rom or with the FCC, the DPUC or any
other Governmental Ent~ty, the Termination Date may be
extended by the Company or sse from time to time by written
notice to the other party to a date no later than June 30,
1999 (the ";xto"dgd "'~rmj natiQo Date"', (ii) the approval of
the Company's sharenolders required by Sec~ion 7.1{a) shall
not have been obta~ned at a meeting duly convened therefor
or at any adiournmen~ ~r pos~ponement ~hereof or :iii) any
Order permanen~ll ~es~=~~ning, enjoining or otherw~se

prohibiting consummat~on of the Merger shall become final
and non-appealable (whether before or after the approval by
tne shareholders of the Company); prgyided, tha~ the riqht
to te~nate this Agreemen~ pursuan~ to clause (i) above
shall not be available to any party that has breached in any
material respec~ its obligations under this Agreement in any
manner tha~ shall have proximately contributed to the
failure of the Merger ~o be consummated.

8.3. Ier~;natigp by rhe ~ompapy. This Agreement
may be terminated and the Merger may be abandoned at any
ttme prior to the Effec~ive Time, whether before or after
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~he appr=~ai ~~ 5narehci=er~

Sec~~=n ~.::al, ~! ~c~~:n ~f

Company:

_.: -"e '-"'mP'lan'l "=£="'-=d "0 ; n-...J .... __ 4 _'wI,~ .... -- ---- ... _.

:~e coard of direc~=rs of the

\a I - <: :.; :he:~mpan:: :::hal':" :lot :-.ave °l'1illfully
breacned any ~: :~e :erms == this Aqreement: in a manner
resulting :~ fa~':'~re of a condition set ==rth in
Section 7.2 (a l :r ":'. Z (b I, (ii) the board of directors of the
Company appro~es ent:er~~g ~nto a binding written agreement
concerning a transaction that constitutes a Superior
Proposal and :~e Company notifies sac in writing that the
Company wishes :~ enter :nto such agreement, (iii) sac does
not make, within five business days of receipt of the
Company's writ~en noti:ication of its desire to enter ineo a
binding agreement: :or a Superior ~roposal, an offer that the
board of direc::rs Gi :he Companv believes, in aood faith. . ~

after consultat:~~n wlth :.tS financial advisors, :s at least
as favorable. :rorn a financial point of view, to the
shareholders of the Company as the superior Proposal. and
that contains :erms and conditions (other than with respect
to type or amount of consideration) that do not differ
materially from either the terms and conditions of this
Agreement or the terms and conditions of the proposed
agreement :or such Superior Proposal and (iv) the Company
prior to such termination pays to sac in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify sac promptly if
its desire to enter into a written agreement referred to in
its notification shall change at any time after giving such
notificat:.ion.

(b) If there has been a breach by SBC or Merger
Sub of any representation, warranty, covenant or agreement
contained in t:.his Agreement which (i) would result in a
failure of a condition set forth in Section 7.3(a) or 7.3(b)
and (1i) cannot be cured prior to the Extended Termination
Date.

8.4. Terminatign by sac. This Agreement may be
terminated and the Merger may be abandoned at:. any t~e prior
to the Effective Time by action of the board of directors of
SSC if (i) the board of directors of the Company shall have
withdrawn or adversely modified its approval or
recommendation of this Agreement or failed to reconfir.m its
recommendation of this Agreement:. within ten business days
after a written request by sac to do so, prgyjded that such
a request is made after the board of directors of the

I
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